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Current Trends 


The Census Bureau report of housing starts in December showed a seasonally-adjusted 
annual rate of 2.295 million units. .. 3 percent higher than the November rate of 2.121 million 
units. The increase for the month in single-family houses was 3 percent...in 2 to 4-family 
units it was 24.3 percent... and in over-5 units the rise was 17.9 percent. Permits for future 
construction issued during the month totaled 1.858 million units...a drop of 1.8 percent 
below November. Actual starts for the year 1977 reached 1.986 million units. . . 29 percent 
higher than for 1976. 


Completions of privately-financed housing units in November 1977 were at the 
seasonally-adjusted annual rate of 1.789 million... according to a joint HUD-Census Bureau 
report. This was 10 percent higher than the October rate...and 28 percent above the 
comparable month in 1976. The single-family rate was 1.266 million units. . . compared with 
1.212 million in October. The report also estimated that completions during the first 11 
months of 1977 reached over 1.5 million units. In the same period of 1976... completions 
totaled 1.23 million. 


Following the record-breaking 1977 volume of mortgage lending... reaching $100 
billion...S&Zs are anticipating a lesser volume in 1978. During 1977...the level of 
mortgage activity was such that S&Ls exceeded the entire 1976 volume of $78.8 billion at 
the end of the third quarter. It reached $79.4 billion on September 30. There is likely to be 
a drop in this level in 1978 in view of the fact that new savings inflows into S&Zs have 
dropped sharply in recent months. Mutual Savings Banks have also experienced the same 
trend. Since September...S&LZs have had declines in new savings from year-earlier rates 
... With December having the sharpest drop. The rate of increase in savings over the 
comparable month of 1976 declined 67 percent in December; 44 percent in November; 32.5 
percent in October; and 24.3 percent in September. For example. . . in December the inflow 
was $20 billion. .. compared to $39 billion in 1976. The net result was a reduction in net 
savings for 1977 of $31.5 billion. . . in contrast to the $34.4 billion the previous year. Mutual 
Savings Banks had a like experience. . . declining to $3.1 billion in net inflow from the $5.3 
billion in 1976. Competition from other savings vehicles is the major reason. One example 
... Treasury bills. . , paid 6% percent at their last sale. 


The euphoria resulting from a substantial drop in lumber and plywood prices that 
occurred last Fall was short-lived. In December. . . lumber and wood products rose at 5 times 
the rate of the wholesale price of all commodities. ..and finished the year 13.2 percent 
above the December 1976 level. The increase was highest for plywood... which showed a 6 
percent increase for the month of December. 


Other building materials rose moderately... with concrete block, brick, asphalt and 
gypsum products averaging a .4 percent upward move...while glass rose 2.6 percent in 
December over the November level. Hardware, plumbing fixtures, heating equipment, and 
fabricated structural products all showed increases of about % of 1 percent. 


The interest rate for the $768.8 million of Public Housing Project notes sold by HUD 
in mid-January reached the highest level since October 1975. The short-term notes (8.9 
months average) brought an average rate of 3.822 percent. ..up from the 3.474 percent rate 
in December 1977. 





Flood Insurance Management Contract Signed 


HUD has entered into a contract with the EDS Federal Corporation. ..a Bethesda, 
Md.-based computer operations firm... to handle the insurance aspects of HUD’s National 
Flood Insurance Program. The amount of the contract is $11.9 million for 1978. Since 
1969. ..the contract had been with the National Flood Insurers Association (NFIA). It is 
estimated that the new contractual arrangement will result in a saving to the Government of 
between $14 and $15 million for the year. 


Flooding is the leading cause-of major disasters in the Nation. ..and the cost from 
flood damage now averages $1.25 billion a year. There are 20,000 communities in the 
country considered to be flood-prone. Because of the difficulty in obtaining flood insurance 
by property owners...and its high cost...Congress in 1968 created the National Flood 
Insurance Program...which is administered by HUD’s Federal Insurance Administration 
(FIA) About 1.2 million policies are currently in force...in almost 16,000 communi- 
ties... with more than 150,000 of the policies covering business properties. Total coverage is 
almost $38 billion. . . and the average policy insures against $30,000 in flood damage. 

The Program operates through local insurance agents... who sell the policies to 
property owners in those communities which participate. Eligibility results from local actions 
to manage flood-plain areas...thus entitling property -im’’a community enrolled in the 
Programs to be insured by FIA. 


EDS Federal will be responsible for maintaining all records on policy holders and 
funds, working with insurance agents, assigning claim adjusters when losses occur, and 
supplying HUD’s FIA with statistical and financial data on the Program. 


A new question and answer booklet on the National HKlood Insurance Program, 
covering the insurance aspects. ..as well as the community participation aspects. .. has been 
issued. Among other items, the Q & A covers the new insurance limits enacted in the 
Housing and Urban Development Act of 1977, lists toll-free telephone numbers for specific 
information, and gives methods of appeal for communities and areas designated as flood 
prone. 

Copies of the Q and A may be obtained free from Federal Insurance Administration, 
Office of Flood Insurance, Room 5268, Washington, D.C. 20410. 


HUD is also involved in efforts to determine methods of flood plain management and 
measures to prevent and reduce flood losses. This program is conducted jointly with the 
Geological Survey of the Interior Department. A new publication. .. Flood-Prone Areas and 
Land-Use Planning has recently been issued jointly by the two Agencies. 


This practical guide uses the experience of the San Francisco Bay Region... and is 
designed to help elected officials, administrators, planners, scientists, engineers, and de- 
velopers concerned with the effective and wise management and use of flood-plains. The 
approaches and» problems of flood-loss reduction efforts reported in the 9-county San 
Francisco area apply nationally. 

The publication. ..Flood-Prone Areas and Land-Use Planning. . . U.S.G.S. Professional 
Paper 942... is availablé for $2.20 from either the Superintendent of Documents, Washing- 
ton, D.C. 20401... or Distribution Branch, U.S.G.S., 1200 South Eads Street, Arlington, 
Virginia 22202. 
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Significant Decision 


Ortiz, et al, v. HUD et al. U.S.D.C., for Puerto Rico, No. 75-1188 The District Court 
has rejected the contention of tenants receiving Rent Supplement payments in subsidized 
housing that the entire amount of educational benefits received from the Veterans Admini- 
stration should be excluded from the computation of income for purposes of determining 
monthly rental payments, and has granted the motion for summary judgment filed on behalf 
of the Secretary of HUD. Acknowledging that inclusion of all VA educational benefits would 
not be consistent with Departmental policy, the Court accepted HUD’s contention that all 
benefits not actually expended on educational costs could... consistent with the purpose of 
the statute creating such benefits. .. be included in the computation of tenant income. 





HUD Looks At Rural Problems 


A new task force has been announced by Secretary Harris to explore ways to respond 
more effectively to the housing and development needs of rural areas and the country’s 
smaller communities. This is part of the new directions HUD is taking to carry out the Carter 
Administration’s goals of revitalizing the cities and supplying decent housing for all 
Americans. 


Although HUD has been targeting resources to distressed cities and their poor. . . Mrs. 
Harris said... the Department also has a mandate to deal with the needs of rural areas 
through the Housing and Community Development Programs allocated for non-metropolitan 
areas under 50,000 population. 


The Jnternal Task Force on Rural Areas was assigned to recommend concrete steps to 
improve HUD’s delivery of program services to these areas. 


‘ 


Accenting her “continuing concern” over this phase of the Department's activities, 
Secretary Harris set a deadline of March | for the recommendations. Among other things, 
they will cover these specific questions: 


e All cities...large and small...are required to submit Housing Assistance Plans 
(HAPS) for low- and moderate-income people and other criteria in their applications for 
Community Block Grant Funds. The group is to determine whether the costs and burdens of 
these requirements are excessive for smaller communities that have few available resources. 


e An analysis to decide whether alternative delivery mechanisms may be more 
effective for delivering housing services to rural areas. 


e A comparison of HUD’s relevant programs with those of the Farmers Home 
Administration to determine what steps may be taken to eliminate duplication. 


e Recommendations. ..if needed. ..to improve the level of technical and planning 
assistance for the purpose of creating broader understanding of available HUD programs, and 
for developing rational land use and growth management plans. 


e A further assessment of rural needs to determine whether adequate funds have been 
allocated for housing and community development purposes. 


Joseph Burstein, Counselor to the Secretary, is chairman of the Task Force, with A. 
Russell Marane, Administrator of HUD’s Atlanta Regional Office...as vice chairman. 
Members will be designated by HUD’s Assistant Secretaries. 


Reflecting on the new era at HUD, Secretary Harris said that in addition to 
rehabilitating the cities and providing decent, safe and sanitary housing, the Department must 
continue to offer freedom of choice in housing and look after the special needs of the 
elderly and handicapped. 
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New Publications 


Neighborhood Conservation: Lessons from Three Cities...by Phyllis Myer and 
Gordon Binder. Examines six neighborhood-revitalization efforts in three American cities: 
Mount Adams, Mount Auburn, and Over-the-Rhine in Cincinnati; Pioneer Square and Pike 
Place Market in Seattle; and Historic Annapolis in Annapolis. Each of these communities, 
unique in its approach to renewal, offers valuable lessons for other areas and for the design 
of strategies to help our cities. 125 pages... paper. Order from the Conservation Foundation, 
1717 Massachusetts Ave., N.W., Washington, D.C. 20036. $4.00 plus 10 percent for postage 
and handling, prepaid. 

Neighborhood Reinvestment: A_ Citizen’s Compendium for Programs and Stra- 
tegies. .. reviews neighborhood revitalization strategies used by various groups and individuals 
involved in neighborhood reinvestment. $4.00 from the National Center for Urban Ethnic 
Affairs Resource Center, 1521 16th St., N.W., Washington, D.C. 20036. 





Financial Management Guide Issued 


A Financial Management Guide for HUD Community Development Block Grant 
(CDBG) recipients has been prepared under a HUD Innovative Projects Grant. The 
Guide was produced by the Municipal Finance Officers Association (MFOA). The publication 
focuses mainly on local management of HUD funds... but it also is intended to apply to 
local management efforts to “bring Federal financial resources into the overall local 
government budgetary and financial management decision-making process.’”’ CDBG, Revenue 
Sharing, and other flexible Federal programs call for local governments to consider an 
integrated grants management approach. 


The Guide covers the entire spectrum of financial management including: Program 
Planning, Budgeting, Accounting, Monitoring, and Performance Evaluation. .. presenting basic 
and advanced approaches to integrating the management of Block Grant Funds into overail 
local government financial management systems and procedures. The approaches recom- 
mended go beyond the minimum requirements and standards specified in the Community 
Development Act and HUD regulations. 


The publication was developed following an extensive national survey of grants 
management practices and approaches of several hundred CDBG recipients’ Eight cities. . . in 
conjunction with MFOA. .. then developed plans for implementing improvements in various 
areas of the CDBG financial management process. Workshops were held in each of the cities 
to disseminate information assembled in the survey and to obtain feedback and suggestions 
on their particular grants management improvement project. ..and the Guide was the subject 
of a local government users workshop in Atlanta at the 1977 MFOA National Conference. 
The final version of the Guide represents a thoroughly tested and accurate document which 
could be useful to many local governments. . . although some smaller Discretionary communi- 
ties may not find the Guide as useful as others because they deal with only one particular 
Block Grant. 


Availability and cost information may be obtained from MFOA, 1730 Rhode Island 
Avenue, N.W., Washington, D.C. 20036. 
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